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OATH OR AFFIRMATION

1, Dﬁ&V\ S . G(\QJQV\ m , swear (or affirm) that, to the best of

my knowledge and belief the accompanying ﬁnancig statement and supporting schedules pertaining to the firm of

Greenbeim Prnancal Gnep , as
of De C v be/f %l ,20 O f , are true and correct. I further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

TRENDE N I NN T I NG PTG

g OFFICIAL SEAL

<\ TRISH ANN HOCKENBURY
g‘ NOTARY PUBLIC - ARIZONA

é TRSZ  PIMA COUNTY
2 "” My Comm, Expires June 19, 2003
NN NN NS

o lnn

Notary Public

Title

This report ** contains (check all applicable boxes):

O (a) Facing Page.

% (b) Statement of Financial Condition.
(c) Statement of Income (Loss).

B4 (d) Statement of Changes in Financial Condition.

Bd (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole. Proprietors’ Capital.

() Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(§) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(I) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

{n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

oo® O DDDMD

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-53(e)(3).



[T,

[e——

:"-'_'_GREENBERG FINANCIAL GROUP INC

Tucson, Arlzona

. Fmancml Statements & NASD Reports o

December 31 2001 and 2000



e 'INDEPENDENT AUDITOR’S REPORT s

S “FINANCIAL STATEMENTS

Statementl Balance Sheets S
o ’ _- \’2 - -Statern":e'nt:-s "of'Incorr}ieﬂ
3 | Statements of Changes 1n Stockholders Equ1ty
i 4 Statements ofCashFlows S e

Notes to F1nanc1al Statements an

.-SUPPLEMENTAL INFORMATION G

Schedule 1- Computatrons of Net Capltal Under Rule 15c3 1 of the
‘ Secur1t1es and Exchange Comm1ssmn | o

Independent Aud1tor 3 Report on Internal Control Structure Requ1red _
- by SEC Rule 17a-5 fora Broker Dealer C1a1m1ng an Exemptlon From

SEC Rule 15c3 3

 PAGE .

ST

1415



\ ' ’To the Board of D1rectors . L _
SR ;Greenberg F1nanc1al Group, Inc BT

January 17,2002

Scott R. Mever, CPA P C .
17OOE Ft. Lowell Road, Su1te 107“
Tucson, AZ 85719 s
(520) 881 3734 Fax 520 918 1041 S

‘ , : Independent Audltor sReport

~

A have audlted the balance sheets of Greenberg F1nanc1al Group, Inc (the Company) as
“ooof December 31, 2001 and. 2000 and the related statemeénts” of incomie; changes in
o vstockholders equrty and of cash flows for years then ended, that - you aré ﬁhng pursuant _
" to'rule 17a-5 under the Securities Exchange Act of 1934. These financial statements are .-
\the responSlblllt}’ of the Company S management My responsrbrllty is" to express an__i .
' ‘j'l‘oplmon on these ﬁnancral statements based on my audlts S : PCR N

| N § conducted my aud1ts in accordance W1th auditrng standards generally accepted in the X
e Umted States of Amerlca (U S) Those standards requ1re ‘that I plan and perform the,‘,’jf
" audits to obtarn reasonable assurance “about whether the . ﬁnancral statements are free of

materlal mlsstaternent An aud1t 1ncludes examlmng, on a test basis, evidence supportrng g

the amounts and disclosures in the ﬁnanc1al statements, An audlt also 1ncludes assessmg o
- the accountmg pr1n01ples used and s1gn1ﬁcant estrmates made by. management as well as

T ) ‘evaluatlng the overall ﬁnanc1al statement presentatlon I belleve that my audlts prov1de‘ '
- a reasonable basrs for my op1n1on o E : 2

. _In my oprmon the ﬁnanclal statements referred to above present fa1rly, in all materlal\ -
o respects the ﬁnancral position. of Greenberg ‘F 1nanc1al Group, Inc. as of December 31,

.+ 2001 and 2000, and the results of its operations and its cash flows for the years then L
o ended in conformrty w1th accountlng prmc1ples generally accepted in the U. S.

My audits were conducted for the purpose of formmg an oprmon on the bas1c ﬁnancral
© - statements taken as a Whole The- information contained in Schedule 1is presented for

purposes of ‘additional analysrs and is mot a requlred part of the basic financial

‘statements, but is supplementary 1nformatron requrred by rule 17a- 5 under the Securities

Exchange Act of 1934.  Such 1nformat10n has been subjected to the audltlng procedures‘ A

\ applied in the aud1t of the basic financial statements and, in my opinion, is fairly stated i in
- all materlal respects in relation to the basic. ﬁnanc1al statements taken as a whole

Cm /M%N c/,a /‘Q

Tucson Arizona
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_',LIABILITIES R o
S Accounts payable S - g o ,T$ 84 164
Accruedpayroll and related taxes =~ o 3,973’ -
I ’,“Capltal lease payable- "~ = .. oL 6'8,1_:51:7
o ' Total hab1ht1es Lo 156,288 -

BALAN CE SHEETS ,
DECEMBER 31 2001 and 2000 '

ASSETS

AP AV S S

. - Cash and cash equlvalents L SR -$- ‘:‘252871
o Accounts recewable o 45 079-
= Due from stockholder L e 53 110+ ,'
. "".-\'_Note rece1vable . 11 500‘ )
S ~Employee advance P S
' Prepaidexpense - . - - ¢ 5 186-3,_3 .
' ’fvﬁ'Property and equrpment at cost, less accumulated :J _‘ 173 020'

deprec1at1on of $48 740 and $48 783 respectrvely

S lnvestments R S 201007 B

‘ ",'Deposrts and other assets j T L 37_,1_\00]’ P

oo Dain Rauscher correspondence dep051t '25'000 .
. TOTALASSETS A _’ - $ 395 966 -

L "STOCKHOLDER'S EQUITY :
‘ 'Common stock, no par Value 1. ,000,000 shares authorlzed S
lO 000 shares issued and outstanding - . . 10,000
. Owners pald in caprtal R - o ,3177_.,319» .
L 1-Reta1ned earnings (accumulated deﬁ01t) B - ( 1‘47,,641)
_ - " Total stockholders' equrty _‘ 239,678 :
. TOTAL LIABILITIES AND STOCKHOLDERS' | R
- EQUITY | o © o $ 395,966 ',

R - R STATEMENTI L
GREENBERG FINANCIAL GROUP INC. . -

2000
272,639

11,500 -
5897

25,000

LIABILITIES AND STOCKHOLDERS' EQUITY

$ 32 911%[ .
4, 158__ DI

458862

$, 495,‘93,1

‘These ﬁnancral statements should be read only in connect1on wrth the o
accompanyrng notes to ﬁnancral statements o

2

“$Ta0221 J‘"

33,642

‘20 100:,"‘“’:\) s
12,3050

$ 495931 .

e

10,000 - . -
377319 -
71,543
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GREENBERG FINANCIAL GROUP INC U :
STATEMENTS OF OPERATIONS

Years Ended December 31 2001 and 2000

‘ Vear Ended
12/31/01
746, 540 - $

REVENUES T 12/31/00

Vea. undod'.

815,046

e
N R .

et

PR

OPERATIN G EXPENSES PR
oo \Brokerage tradmg and clearmg fees R
| "Quotatlon services |
| __'f_ v'Advertlsmg, promotlon and semlnars
" o V:Manager and employee compensatron and beneﬁts:.

e ’\E:COmmlssmns G el T o $
: - ;Investment adv1sory and consultmg fees . .
o N‘Broker-dealer fees R R
,'..gIInterest ' | L |
o 'V~Sublease mCOme e

Total revenues - P

- "i';'ﬂj_-Comm1ss1ons pae IR
AR Professwnal and consultmg fees S |
- ‘f*_,Ofﬁoe rents - = R
JSE ,faInterest expense o
o Office and other general and adm1mstrat1ve
o .Loss on abandonment of assets

/ Total operatlng expenses B

511241
‘ 124 497
18305_‘“‘ .
L 1\,4‘08,_6’82

asesm

42,344

189 728

667,863
17,0510
*,‘_347,577_'; o

85,651

4524'7‘_;
186997:4,
26,602

783 991

35 906 |

190,249 -
684 200
21,689 .
.40 267‘;;:}“?
C 59116,

214404

71,627,366

T 1628052

$(219,184)

82350

These ﬁnancnal statements should be read only in connectlon Wlth the ‘
aocompanymg notes to ﬁnanmal statements

86, 210’[;1;
25,125 -
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RS s STOCKHOLDERS' EQUITY

R ‘STOCKHOLDERS' EQUITY

STATEMENT3

o GREENBERG F INANCIAL GROUP INC S
STATEMENTS OF CHAN GES IN STOCKHOLDERS' EQUIT Y {'-,‘, B !

<

December 31 1999

i Net{‘incgome o o
Capltal ~cdntribtlted . .
o '.D1V1dends pa1d

- STOCKHOLDERS' EQUITY,"/L S

December 31 2000

g if'Net loss : t.

, December 31 2001

Pald m

Capltal o

Years Ended December 31 2001 and 2000

Common Retalned'—' f:_\.
Stock Earmngs v

TI0000 5T @23

R ff(6o 000)

10000 L7, 543':

Q19,184)

. $ 37'7,3'1:8 '

10,000 $_(147,64D)

These ﬁnanc1al statements should be read only in connectlon w1th the
accompanymg notes to ﬁnanelal statements. - o



B CASH FLO"VS FROI‘/I ODED\AT“TC ACT VITIE S, ' 12/3 /01 ‘,}fs'

T " Sublease 1ncome recelved

_ ;v,l}:CASH FLOWS FROM INVESTING ACTIVITIES S T

o ,f‘ leed assets purchased

o .CASH FLOWS FROM FINANCING ACTIVITIES { e

| NET (DECREASE) IN CASH AND CASH
e EQUIVALENTS

N CASH AND CASH EQUIVALENTS END

- _ GREENBERG F INAN CIAL GROUP IN C. .
STAT EMEN TS OF CASH F LOWS |

STATEMENT 4 f .

Years Ended December 31 ZOOIand 2000 : Bl

Year Ended Year Endedl“ - -

1 609 838 $

\,_‘_‘Collectlons from chents and clearmghouse ' w _:,_‘$‘
e 18,305

) Interest 1ncome rece1ved

_ Interest pa1d
8,099 -

-_\Cash paId to supphers clearlnghouse and employees (1 573, 539)

12/31/ n
1,604,975~ -
25025
(4 524),_;

N '._z“

(1 617, 675)

Net cash prov1ded by operatmg actIVItIes 58,179 . - ,j

12,425

Lendmg of note recervable EEIR
Purchase of Investments SRR e LT
. (140,680) -

C e

~»:77_(11 500)*
(20,100).
- (2,045

Net cash used in: 1nvest1ng act1v1t1es

T (140.680) -

Capltal recelved L
Payments of d1V1dends o

Borrowmg of note payable net k 68”1‘5'1L -

(364

25000
~ (0.000)

Net cash used 1 ﬂnancmg actIVItIes 68 151

(35,0000

CASHANDCASH EQUIVALENTS BEGINNING
N OFYEAR ol 40221

(14 350)

(56:220)

96,441

40221

OFYEAR s 25871 8

These financial statements should be read only in connection W1th the
accornpanylng notes to ﬁnancral statements ’
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GREENBERG FIN AN CIAL GROUP‘ INC

STATEMENT 4,

r STATEMENTS OF CASH F LOWS
Years Ended December 31 2001and 2000

, ’__"’_.,',,_-_RECONCILIATION OF NET INCOME (LOSS)
./ TO NET CASH. PROVIDED BY P
SO ";.gOPERATING ACTIVITIES
' ___:’Net income (loss) ‘ " e
vk 4.' Adjustments to. reconc11e net Income (loss) to net cash

prov1ded by operatlng actIVItIes
DepreCIatlon and amortIZatIOn et
Loss on abandonment of assets e

Changes In operatmg assets and hab1ht1es

L .’Decrease (Increase) 11’1 accounts recelvables_? hoh
Increase in due from stockholder '7' o g " t

B (Increase) decrease in employee advance : “f‘;; R
o A(Increase) decrease in prepald expenses SRS

o ‘(Increase) 1n depOSIts and other assets -

‘_ ‘”CfIncrease in accounts payable S ‘A |
o ,.DeCfeaSG in aCCrued payroll & related taxes: A

L NET CcAsH PROVIDED BY. OPERATING

ACTIVIT IES

Year Ended Year Ended ;
123101 - 12/31/00 —
(219 184) $ 82,320 e

’"?‘.H“157'68;5 " 15 187 ‘

| 26602

207, 560 ‘(105 397).0
(19 468) | (2,440) -
5,897 1 (4, 841)];._'- -
o ts_,,1.86>“" e 8533
S a195) (3, 532)5;'—_;,;
51,253 . 29,350 . .-

S 58179 ST 12425

These ﬁnanc1al statements should be read only in connectlon Wlth the
' accompanymg notes to ﬁnanc1al statements

asy) G5
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GREENBERG F INAN CIAL GROUP INC.
NOTES TO FIN AN CIAL- STATEMENTS
/ DECEMBER 31 2001 and 2000 |

- f NOTE 1- ORGANIZATION AND NATURE OF OPERATIONS

. ‘Greenberg F1nanc1al Group, Inc (the Company) 1ncorporated under the laws of Arlzona on Julv 1,

1998 under the name Greenberg Nehls and Company, Inc ‘The Company changed to its present name )

- effectlve June 28,2001 The Company also elected Subchapter S status for income tax ‘purposes,
: 7_ effective July 1,.1998. The Company ongmally operated as a limited l1ab111ty company has been an .
¢ investment - advisory firm since ‘its inception in 1995 -and, durmg 1997, became -a broker dealer -
?:”‘,reglstered with the Secur1t1es and” Exchange Commission (SEC) and is a 'member of varrous.
S . exchanges and the Nat1onal Assocratron of Secuntles Dealers (NASD) ‘ =

The Company, located 1n Tucson and Green Valley, Arrzona _executes, all of its- brokerage N “
L transactions. through a: thnd party clearmghouse and does not have possession of any. of their clients™ - .-
“mvestment accounts Nearly all of the Company S busmess 1s transacted w1th resrdents of Southernfy. S

| Anzona , R
- "NOTE 2 SUMMARY OF SIGNIF ICANT ACCOUNTING POLICIES

- USE OF ES TIA{A TES IN PREPARING FINANCIAL STA T EMENT S : , :
N The preparatron of ﬁnancral statements in conform1ty with generally accepted accountrng prmcrplesi "
. requires management 10 make .estimates and assumpt1ons that affect the reported amounts of assets
' and liabilities and disclosure of contingent assets and lrab111t1es at the date of the ﬂnancral statements -~ -
.. and the reported amounts of revenues and expenses durmg the reportmg penod Actual results could L

dlffer from those estrmates

. BASIS OFACCOUNTING C o . - ’
. The. accompanymg financral statements have- been prepared on the accrual basis of accountmg

. Accordingly, revenues are recogmzed when earned, and experises are recogmzed when the. obhganon o
' is‘incurred in accordance W1th generally accepted accountmg pr1n01ples ' .

CASH AND CASH EQUI VALEN T8

" The Company considers all hlghly liquid debt 1nstruments purchased w1th an or1g1nal maturlty of
- three months or, less. to be cash equrvalents ' : ~ o .

‘ _.t'ACCOUNTS RECEIVABLE & INVESTMENTADVISORYINCOME
The accounts receivable arise from investment advisory fees which are received quarterly but are -

recognized as earned, and’ a‘month’s broker- dealer fees earned from the clearmghouse The Company' :
began charging its mvestment advisory fees on the first day of a quarter in advance effective J anuary'
1, 2002, rather than on the last day of the quarter in arrears. The result of this policy change is’ that the
Company effectively waived its fourth quarter, 2001 fees resultmg in lower income and receivables as
of December 31, 2001. Management considers all receivables as fullv collectible as each customier

-has agreed that the Company can withdraw the investment advisory fees from their brokerage

accounts on'a quarterly basis, therefore no allowance for doubtful accounts was consrdered necessary

7 .



* Property and equrpment consrsted of the followmg

. GREENBERG FINANCIAL GROUP INC
NOTES TO FINAN CIAL STATEMENTS
} DECEMBER 31 2001 -and 2000 -

NOTE 2 SUMMARY OF SIGNIF ICAN T ACCOUNTING POLICIES (Contmued)

-

CUINMESTMENTS |
g Currently the 1nvestments con51st1ng of stock of the NASD are camed at cost since: there is not yet a o
fpubhc market in these shares CeT L , R L ;

RS ,[‘PROPERTYAND EQUIPMENTAND DEPRECIATION - N
B _Property and equ1pment consrstlng prlmarlly of - ofﬁce equlpment furn1ture and leaseholdf',f
- 1mprovements are stated at ‘cost. An allowance for accumulated deprematron is prov1ded with ©.
" .. depreciation bemg computed usmg “the 200% double dechnmg balance method over the estrmated:.-’ o
s useful l1ves of the assets whrch are as follows : : . - S

a Ofﬁce equrpment X w 5 7years

" -Office fumiture -~ AT . 7 10 yeats E
- Leasehold 1mprovements . ,;jg IR 7 10 years R

g The cost of assets sold retrred or otherw1se drsposed of and the related allowance for deprec1at10n-’ o
- are ellmlnated from the accounts and any resultmg ‘gain or . loss is 1ncluded in’ operat1ons o

- Expendrtures for maintenance and repalrs are charged against. operat1ons Renewals and betterments,
'_that materlally extend the hfe of an asset are cap1tal1zed S

PN

}“COMMISSIONS L , SN ~ -
" "Commissions ".and - related clearmg expenses are recorded on ar trade date ba51s as secur1t1es \

transact1ons occur :

o -‘INCOME TAXES N S v -
~ No provision for income taxes. has been 1ncluded in the ﬁnanc1al statements as. 1tems of income or R
g loss of the Company are requlred to be reported by the stockholders on. therr respect1ve personal‘v: e

: 1nc0me tax I eturns

e et

: ADVERTISING COSTS

Advertising. expenses’ are expensed as 1ncurred Advert1smg and promotlon expense was $189 728
and §1 90 249 durmg the. years ended December 31 2001 and 2000 respectlvely P

o NOTE 3 PROPERTYAN]) EQUIPMENT

December 31, 2001 : December 31, 2000 .

Office e_qmpment R IS ~$89,646 = - $52,173
Office furniture ST s 27,014 - - 22,726
" Leasehold improvements o T o 105100 SR 48511 -
’ , [ , 221,760 - - 123,410
" Less accumulated depreciation  ~ - T . 48,740 h 48.783

Net property and equipment S 8173020 - $74.627
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GREENBERG FINANCIAL GROUP INC
- NOTES TO FINANCIAL STATEMEN TS
L DECEMBER 31, 2001 and 2000

o | .'NOTE 3 PROPERTY AND EQUIPMENT (Contmued)

: 'Deprec1at1on expense Was $15 685 and $15 187 for the years ended December 31 2001 and
2000, respectrvely S ; v “ e,

;NOTE 4NOTE RECEIVABLE

; Durmg 2000 the Company lent $11, 500 to a mortgage company 1ocated in the same o ﬁce buﬂdmg o
o The note. requires quarterly 1nterest only payments of 8%. The’ note has no spec1ﬁed repayment date‘ S
ﬂand is personally guaranteed by the owner of the mortgage company , -

Rt _NOTE 5 LINE OF CREDIT
e The Company has obtalned approval for a $100 OOO lme of cred1t from a bank through Aprll 21

A- 2003 ‘The line requ1res minimum monthly payments of interest at ‘the bank’s pnme rate plus 1%, .wlth )
Ta ﬂoor of 6% and a cap of 24% The hne of credlt is unsecured ' ~ s

o NOTE 6- CAPITAL LEA-SEPAYABLE L

Durmg 2001 the Company entered 1nto a cap1ta1 lease agreement for a copier, fax machme cabmetry'

-7 and counters bullt -in: video and sound system phone system, signage and ﬁhng cabinets. The lease -
1+ requires monthly payments of $2, 654 through September 2004, including imputed interest of 16.7%. - "
- The total value'of the items leased ‘was $83,045 and the Company recorded deprec1at10n expense of
e $3 060 relatmg to these assets for the year . ended December 31, 2001 ‘ : :

- The remammg mrmmum pnncrple_amounts due under th.lS agreement are $21 800 for 2002 $75 732‘,
* for 2003 and $22 301 for 2004 : S :

NOTE 7- OPERATING LEASE COMMITMENTS—RELATED PARTY TRANSACTIONS
o j*The Company leased elght computers and mvestment account and market quotat1on software The '_ ‘

: ., " lease required payments of $4,000 monthly through December 2001. The Company is retalmng the
C =equlpment onamonth-to month ba51s . . R R R

The Company 80% sub51d1zes the maJorlty stockholder s personal auto lease and 100% subsrdrzes the Lo N

i personal auto lease of a key employee

-The Company commenced leasing a new Tucson office in Septeniber 2001 from a limited iiability‘

company of which the Company’s majonty stockholder has a srgmﬁcant ownership interest. The new.
lease currently requires base monthly payments of $8,433 through -August 31, 2002. On each "

- September 1St for the next nine years, the base rent will increase $192 per month: The limited liability
company was pard $33,732 of rents by the Company dunng the year ended December 31,2001.

9
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R GREENBERG FINANCIAL GROUP INC
NOTES TO FINANCIAL. STATEMENTS -
DECEMBER 31 2001 and 2000

NOTE 7-; OPERATING LEASE COMNHTMENTS RELATED PARTY TRANSACTIONS ,:,_"' g
(Contlnued) S e R P O SO

. Effectrve September 1 2001 the’ Company entered 1nto a lO-year sublease agreement wrth a. tenant to‘f .
7 oceupy. a. portron of its Space. The sublease” requrres monthly rental payments of- -$1, 912 through o
. "August 31, 2002, then’ $2 125 throtigh August 31, 2003, then' $2 338 through August 3l 2004 and' S
then an addltronal $53 per month on each September lS thereafter untll the lease term explres PR

' Effectrve September 1, 2001 the Company commenced leasmg another portron of 1ts new ofﬁce to the . | A' ‘
lCompany S* majonty stockholder S brother on a, month to month bas1s currently requ1r1ng $6SO' : S
monthlypayments R IR - SR - o o

o The Company leases another ofﬁce in Green Valley, ArIzona The lease runs through December 21 S

2002, The lease requIres monthly base rental payrnents of $1 528 plus prOperty taxe s-an d CAM -

o ‘\charoes
. Future mlmmum comm1trnents under the two ofﬁce leases net of the sublease are as follows

' Year ended December 31, 2002* o $96 504

. Year ended December 31,2003 . 77,904
© Year ended December 31,2004 1783268, L
- Year.ended December 31,2005 79936
.. Year ended December 31 2006 R g ;8]\,604_ 1
vThereafter Lo e T 402241 o
R $816457j

~Total lease expense was $146 374 and $119 849 for the years ended December 31 2001 and 2000
, respectrvely , | , ) ,

 NOTE 8-OTHER RELATEDPARTY T-RANSAC.-TIO"NS -

. Each of the- Company s erght stockholders executes therr personal investment trades through the

Companv ‘During 2000, the Company entered intoa $60,000 consulting agreement with a former. <
officer of the Company. The Company paid $37,930 and $22,070 under this agreement durmg the -

years ended December 31, 2001 and 2000, respectlvely L -

' The Company purchases its. advertrsmg medla services from an agency owned by the majorlty.

stockholder’s spouse. The amounts paid to this agency were $80 650 and $104,142 for the ‘years .

" ended December 31, 2001 and 2000 respectrvely

The Company paid medlcal life, dISabrlrty, and dental insurance premiums totahno -$36,522 and -

- $29,569 for the years ended December 31, 2001 and 2000 respectrvely, to compames for whrch the

majority stockholder s brother is the agent.

10
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GREENBERG F INAN CIAL GROUP INC
NOTES TO FINANCIAL STATEMENTS
- DECEMBER 31 2001 and 2000

R "‘;NOTE 9- STOCKHOLDERS’ AGREEMENT

. AThe Company has a stockholders agreement of wh1ch key prov151ons mclude

._r.

- o “ _1 i:Stockholders must have dlsclosed to them in advance any proposed employment or mdependent ": _
- contractor relatronshrps W1th persons or’ compames related to any stockholder and the Company I 7
the requ1red d1sclosures are not made the Company may demand a refund of all momes pa1d to. o

?,i-ftsuch related party

}The Company is obhgated to repay the orrglnal LLC caprtal contrrbutlons n the event of the death,“” =
~ofastockholder..: .~ " T -
Ifa stockholder des1res to sell thelr stock in the Company, the Company has the ﬁrst rlght to. :
';i""purchase the: shares and the remalmng stockholders all*have second right. ", ' ;
. In the event of the death of a stockholder the - Company shall have first rlght to purchase the' e
R shares owned from the beneﬁcrary(s) at a prrce of- 125% of the then book value of the shares The o

E :-remalmng stockholders shall each havé. second nght at the same priceé.

“The Company shall pay for $l m1lhon of i insurance “on the. life' of the manager (the majonty B
- stockholder) The spouse must rehnqulsh 30% of the stock owned to the. Company If the: fair o
- market value of the 30% stock as determmed by appra1sal exceeds ST mrlhon the’ Company must
. 'pay., the spouse the drfferentlal over a ﬁve -year period. A current employee shall have the first =~ )
o "rrght to purchase this 30% 1nterest at the amount paid to the spouse ifa full time: employee at the T
.time of the: ‘manager’ s death w1th terms to be not less than ﬁve years to pay and 1nterest not less S
\ ""‘thanpnmeplusl% SEERRNAAE ~ R
In the event of the death of the maJorlty stockholder-manager the Company shall be obl1gated to o
contlnue paymg 50% of. hrs compensatlon at’ that time to the spouse until she reaches age 65. The
Company will” also be obhgated to pay for- all expenses - associated w1th provrdmg a college' o
o educatron to the manager s chrldren through doctorate degrees S T

~ This information isan integral part of the 'accompanyi_ng'ﬁnanci_al statements.
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GREENBERG FINANCIAL GROUP INC S
COMPUTATION OF NET CAPITAL UNDER RULE 15c3 17
e ; OF THE SECURITIES AND EXCHANGE COMMISSION ‘

| ’ AS OF DECEMBER 31 2001 -

~ Computation th Capialand Base Net Capitl Requiremints
Netequ1ty per ﬁancralstatements | $ 239,678 L
- 'f"'-"_/';Deduct nonallowable assets L K -
Employee advances S ,
R ;Recewables frorn customers - i . (482) o
- .ngue from stockholder and non- customer '-':; ,f_??;»‘i]’ 0 (64 610) o
. _:wNon 1ndebted property and equlpment net ST (138 944)'1

. ‘Nonmarketable securltles ET TR (20 100)“"‘ .
_)=Depos1ts and other assets o s o e E ,- _(1_7492)_

.‘ _\ ) _ Net capltal RS . B AR S :A," (l 950) i’f
e '._'Mrmmum net cap1ta1 requn‘ed (6 2/3% of aggregate 1ndebtedness) _ﬂl '
"f"i.,?Netcaprtal deﬁc1ency e e 8 (10,097)
thtldefcencytl()OO/ L s ATy
_Computation of Aggregate Indebtedness: . .

Total;aggre’ga‘-té' 1ndebtedness11ab111t1esfromBalanceSheet s 122,212 o T

- Ratio: Ag-gl‘egat—e“'_indebtedne'ss,to net 'capital.'f; L S "'.,f"‘.~"62-‘_67”’ -

13
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Scott R Meyer, CPA P C
1700 E. Ft. Lowell Road Sulte 107
. Tucson, AZ 85719
(520) 881 3734 Fax 520 918 1041
“TDEPENDE NT AUDITOR’S REPORT ON RNAL CONTROL S"“RUC URE
REQUIRED BY SEC RULE 17a-5 FOR A BROKER- DEALER -
CLAIMIN G AN EXEMPTION F ROM SEC RULE 15¢3-3°

LN

AR To the Board of D1rectors
| vl Greenberg Frnancral Group, Inc -

o In planmng and performmg my audrt of the ﬁnancral statements and supplemental schedules ol
o of Greenberg F inancial Group, Itic.(the’ Company) forthe year ended December 31, 2001 T e
- con51dered its’ 1nternal control structure, 1nclud1ng procedures for safeguardmg securrtres 1n_?.v' ‘ s -
' order to determine my aud1t1ng procedures for the purpose of expressing my 0p1n1on on the , <
. ﬁnancral statements and not to prov1de assurance on the 1nternal control structure el

kN Also as. requrred by rule l7a—5(g)(l) of the Secur1t1es Exchange Commrssron (SEC) I have‘
Co ~made a study of. the practlces and- procedures followed by the Company including tests of By

N .-such practlces ‘and procedures followed by the Companies - that I considered relevant to ‘the' | _

‘ objectwes stated “in rule 17a-5(g) in making the perrodrc computauons of -aggregate - R
- indebtedness and" net capital under tule 17a-3(a)(11) and for determining complrance w1th_‘" S
o Lthe ‘exemptive provisions of rule 15¢3-3.. -Because' the Compames ‘do mot carry secuntles* .
o accounts for customers or perform custod1al functrons relating to customer securltles I'did

- not revrew the practrces and procedures followed by the Company in any of the followmg .

1. 'Makmg :quarterly securrtles exammatlo’ns, counts, Verrﬁcatwns, and comparrs‘o_ns o

| 2 Recordation ‘of differences required by rule 1 7a_-l3

3. :7 Complymg wrth the requrrements for prompt payment for securrtles under Sectron 8of T

" Federal Reserve Regulatlon T of the Board of Governors of the Federal Reserve .
© System. - '

o The management of the Company is respon51ble for establlshmg and ma1nta1n1ng an mternal KT
~ control structure and the practlces and procedures referred to in the precedmg paragraph In' '
..+ fulfilling this responsibility, estimates and judgments by management are requlred 10 assessj E
- the. expected benefits and related costs of internal control structure policies and procedures -
and of the practices and procedures referred to in the precedmg paragraph and. to ‘assess ..

whether those. practices can be expected to achieve the SEC’s above-mentioned objectwes

" Two of the objectwes of an internal control structure and the practrces and procedures are to .
,‘provrde management with reasonable but not absolute, assurance that assets for Wthh the

Company has™ responsibility are safeguarded against loss from. unauthonzed use or

. dlsposmon and that transactions are executed in accordance with management’s

14
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. '. : ‘authortzatron and recorded properly to permrt the preparatton of ﬁnancral statements 1n"' '
accordance with generally accepted accountrng prrncrples Rule 17a-5(g) hsts addrtronal _
: _"'obJ ectrves of the practrces and procedures hsted in. the precedmg paragraph SR

o -,procedures referred to above errors or nregularrtres may occur and not be detected Also; o SR
f,'-g;prUJccuuu of any’ evaluation of f them to future peuods 18 Sub_]eCL to the'risk that pmcedures o
- -’may- become 1nadequate because' of changes in condltrons or’ that the effectrveness of therr: _—
L desrgn and operatlon may detenorate : - T s I :

: My consrderatron of the mternal control structure would not necessarrly dlsclose all matters neo
. in the' internal control structures that _might, be” materral ‘weaknesses' under standards -
estabhshed by the Amerrcan Instrtute of Certified Public Accountants A materral weakness’ls, SR
“is'a condrtron in Wl‘llCh the desrgn or . operatron of the specrﬁc 1nternal control structure’ .
- '-’elements does not’ reduce to a relatrvely low level: the tisk that errors.or nregulantres in .o
- amounts that would be materral in relatron to ‘the” ﬁnanc1al statements berng audrted may'ﬂ‘ A
-+ oceur and, not be: detected wrthm a tlmely perrod by employees in the normal coutse of R
‘ f‘performmo their assroned functrons However I noted no- matters involving: ‘the mternalf RS
- -{-control structure mcludmg procedures for- safeguardmg securrtres that I consrder to be‘_",,-f;v' RO -
,,mater1al weaknesses as deﬁned above Ry j; CU R S

o1 understand that pract1ces and procedures that accornphsh the obJectrves referred to 1n the P
- “second paragraph of this report are‘considered. by the SEC to be adequate for'its: purposes in -
- ‘accordance with- the Securrtres Exchange Act of" 1934 and related regulatrons and, thatg' , ‘
' _ 'Hpractrces and- procedures that ‘do not accomphsh such obJectrves in ‘all material respects L
. indicatea material 1nadequacy for such purposes. Based on thls understandmg and on’ my
, ‘V’-study, I beliéve that the Company s practrces and procedures Were adequate at December‘
: 4131 2001to meet the SEC’ sobjectrves o ' coe e e :

Thrs report is 1ntended for the use of the stockholders management the SEC NASD and -
’,other regulatory agenc1es that rely on rule 17a—5(g) under the Securrt1es Exchange Act. of AT
' ,1934 in their regulatlon of regrstered brokers and dealers and should not be used for any o

- other purpose

Tucson Arrzona v
January 17, ,200_2 R



